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Interim results for the six months ended 30 June 2006 (iS55 TERNA
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Financial overview:

g

?

e Turmnover® up 32% at £8.7b§’
«  Operating profit™~ down 29% to £692m
» Earnings** down 38% to £277m

t.

= Adjusted basic earnings pefishare down 36% to 7.6p

e Ordinary interim dividend of"',l3.1 5p per share, up 2% SU P PL
¥y L . ‘

Operating overview: i,

» British Gas Residential Energy six month loss
*

» Retail tariff increase annour}ced PR@@ESSED

« North American profits up by 39% to £121m

s Rough storage field returns f'tc: full injection capacity A G @ 27 EE
»  Major 600MW coal-linked pg&ver purchase agreement signed THOMSON
FINANCIAL

» Further equity gas assets se::med at Statfjord field

= Announced commitment to_gunld a new power station in the UK

Statutory results: 53

s Operating profit* £157m, aftsr exceptional charges of £42m and charges relating to certain re-
measurernents of £493m (2005: £1,533m, after exceptional credits of £83m and credits relating
to certain re-measurementsof £475m).

+ Net loss from continuing ang discontinued operations of £60m, after exceptional charges from
continuing operations of £4Zm, charges relating to certain re-measurements of £459m, and
associated tax credit of £164m (2005: Net earnings of £870m, after exceptional credits from
continuing operations of £8%m, exceptional credits from discontinued operations of £26m, credits
relating to certain re-measurements of £471m and associated tax charge of £161m).

s Basic (loss)/earnings per shéare {1.7p) (2005: 23.3p).

“Unprecedentedly high wholesale gnergy costs created difficult trading conditions in the first half and
today’s price increase |s neces:gv%.y to restore margins in British Gas Residential Energy. | will
concentrate on driving cost reductipns and improving customer service across the business, as well as
accessing competitive new sources of gas and power, to ensure maximum value is delivered for both
customers and shareholders” .

Sam Laidlaw, Chief Executive ;

™ including joint ventures and associates n&;t of interest and taxation, and before exceptional items and certain re-measurements
~ from continuing operations
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CHAIRMAN’S STATEMENT

Our first half financial perfcrmance., was undermined by the effect of further unprecedented wholesale
energy cost escalation, particularly: dunng the first quarter of the year when customer demand is at its
highest. Desplte the inevitable retail price increase in March, British Gas Residential Energy delivered a
significant loss* in the period. Thisiunacceptable position and the even higher forward wholesale energy
prices we now face have forced jour decision to implement a further retail tariff increase for our
customers. The wholesale price eryironment and the abnormally cold winter also impacted the financial
result in British Gas Business and”British Gas Services and led to further losses in the industrial and
commercial contracts. We were pleased however with the ongoing strong financial performance in our
UK Storage and North American ogﬁ-rations.
N

In such a tough environment it is es{sential that management maintain a very strong focus on operational
efficiency and cost reduction whilst continuing to build the underlying growth platform to enable us to
take maximum advantage of the anticipated turnaround in wholesale cornmodity markets.
We remain committed to our intention io become the lowest cost to serve energy supplier to the
residential market in the UK havingialready migrated the majority of custorners to the new billing system
in British Gas Residential Energy and outsourced selected back office processes to India. Efforts to
minimise the impact of the March price rise on the business through product innovation and increased
sales and marketing activity were siiccessful in what remains a very competitive market.

B3

{
Upstream we added to our positions in both gas and power, in the UK and further afield, through
innovative energy contracting and targeted acquisitions and we announced our commitment to build a
new gas-fired power station in Devon.
internationally we continued to deliver attractive growth in profits in North America and we witnessed, as
a response to ongoing intense lobklying, encouraging signs in Europe that the competition authorities are
beginning to make headway in brin§ing cuslomers real choice in energy markets,

In summary, it was a difficult first £i:1f but the management team continued to concentrate on improving
our performance in those areas th‘it are in our coniral while minimising our exposure to those which are
not. ,

Returns to shareholders ‘
In line with our previously stated policy of pay"mg an interim dividend equivalent to 30% of the previous
full year dividend, the Board of Dmectors has declared an interim dividend of 3.15 pence per share to be
paid in November 2006, The Board remains committed to the principle of continuing to grow the
ordinary dividend in real terms.  ~

h
The Board keeps under review the share buyback programme, which was suspended in February of this
year. Following our announcement of a further retail tariff increase in September, it is likely that the
current paosition will remain until conditions are more stable. It remains our intention to recommence and
complete the programme at the appropriate time.

Management g;v,
Sir Ray Gardner retired as planned at the end of June 2006 after over nine years as CEQ and the ‘Board
was delighted to welcome Sam Laidlaw as the new Chief Executive. Sam brings to the organisation an
invaluable combination of upstreiﬁgﬂ expertise both in the UK and internationally, a very considerable
track record in managing a Iargeiscale global energy business and a history of creating sharehclder
value. &

Also in June Mark Clare, Managing Director of British Gas Residential Energy, announced his intention
to resign from the company with?effect from the end of September 2008 in order to take up a Chief
Executive role elsewhere. Mark will leave with the grateful thanks of the Board for his contribution to the
success of Centrica since its formet:on Sam will review the organisational structure and management
with the intention of announcing N‘ark $ successor prior to his departure.

* including joint ventures and associates %}ated net of interest and taxation, and before exceptional items and certain re-measurements
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QOur employees ;Jj

‘u
Once again the ongoing commitment and performance of our employees has been central to our delivery
of such a strong underlying operatlonal performance in extreme conditions. As always | am grateful for
their contribution.

S

Outlook

The Board and management view T;ontinued losses in our residential energy business as unacceptable
and it is our firm intention to reitore proftablhty in that busingss through a combination of cost
reductions, increased efficiency a4 retail pricing. The commodity curve outlook remains challenging,
particularly for this winter. We contmue to believe that downward pressure on wholasale prices will be
more apparent in 2007 as a substannal amount of gas import infrastruciure comes on-stream at the end
of this year. However gas prices for the fourth quarter of this year have stayed extremely high and faced
with the substantial losses” in British Gas Residential Energy we have had to take the difficult decision to
raise retail prices again We believe it is likely that in the current environment most suppliers who have
not yet raised prices in recent months will socon follow. Our new residential product offering.
guaranteeing a future drop in energy bills, will help to mitigate the impact of this latest increase on the
business and our customers.

A

Cost reduction opportunities will be. pursued with vigour across the Group and we will continue to seek
out new opportunities o reduce our commodity price exposure through gas supply agreements and
equity purchases where value can Be created.

Although there is no immediate let-up in the challenge presented by the wholesale markets | believe that
the foundations laid in the first half, together with the pricing decision and the actions planned for the
second half, will combine to prowde a firm base on which management will successfully and profitably
develop the business under new Ieadershrp

Roger Carr
Chairman S A 27 July 2006
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Earnings and operating profit numbers f?re stated, throughout the commentary, before exceptional items and certain re-
measurements where applicable — see ‘Note 2 for definitions, Tha Directors believe this measure assists with better
understanding of the underlying perfon'nshce of the Group. The equivalent amounts after exceptional items and cenain re-
measurements are reflected in Note 3 and are recconciled at Group level in the Group income statement, Certain re-
measuremants and exceptional items are deseribed in Note 4. Adjusted earnings and adjusted basic earnings per share are

reconciled to their statutory equivalents in hlote 8.

All current financial results listed are for thiz 6 months ended 20 June 2Q06. All references to ‘the prior-period’, ‘the prior-year',
‘2005’ and 'last year’ mean the 6 months e’tyded 30 June 2005 unless otherwise specified.
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" including joint ventures and associates sfated net of interest and taxation, and before axcaptional items and certain re~-measurements
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CHIEF EXECUTIVE’S RE {EW

Overview of the first half

The first half of the year was oncs again dominated by wholesale gas and electricity prices reaching
unprecedented levels caused by abnormally cold weather, gas field outages, capacity constraints and
fear of shortages This led to refail tariff increases across the industry with nine separate increases
across the major suppliers so far this year. British Gas was forced to increase prices in March as
residential demand-weighted mark\et gas and electrlcny prices for the first half of the year averaged
110% and 88% respectively above the same period in 2005. Even after this decision British Gas
Residential Energy still made a substantlal aperating loss* in the first half.

Having started 20086 with a pernod of strong customer growth in British Gas Residential Energy, as
antlc:lpated we experienced an in¢rease in churn following the announcement in February of our March
price rise. However, sales of energy accounts remained strong as a result of our coordinated sales and
marketing activity and quickly returned to pre-price rise levels. We launched a further fixed price energy
offering, giving customers price certainty until 2009. Sales of this product were particularly strong with 1
million sold, taking the total number of fixed price accounts to around 2.5 million. To the end of June we
experienced a net loss of 432, DOO energy accounts. More encouragingly, weekly customer losses
reduced steadily through the second quarter and we ended the period with several weeks of net growth
in our electricity customer base. ﬁ,}

British Gas Residential Energy comtinued to make progress with its transformation programme. We now
have over 11 million customer acgounts on the new billing system. This is the product of a number of
successful data migrations and the fact that all newly acquired energy accounts are being placed directly
onto the new system. We also successfully cornmenced operations in [ndia with the outsourcing of
certain non-customer-facing activities.

The colder winter resulted in the highest call-out rate ever for our British Gas Services engineers and the
resulting additional labour and pans costs, combined with a prior year peak in installations driven by a
change in legislation, reduced profitability in the period. Management have been implementing changes
in the organisational structure to epable warkload peaks to be covered more cost effectively and provide
better response to the on-demandmarket.

D
)

The high commedity prices also negatively impacted British Gas Business as tariff increases were not
effective until March and the predicted first quarter peak in wholesale prices hit the profitability of the
fixed price contract base. Still the business grew customner numbers during the period with a continued
strang contract renewal rate and improved electricity account sales in the SME sector.

o
In the high price commodity enwrd‘nment Centrica Energy performed well, with a year-on-year increase
in profit* levels in gas productiorfJespite lower output volumes. The volume decrease in excess of
previous guidance was mamly dud to our bringing forward and extending the maintenance period at the
South Moracambe field in order te carry out remedial work on the cooler units. We also strengthened
our asset and contractuai commedity position by acquiring a further interest in the Statfjord gas field,
announcing our intention to build @ new 885MW gas-fired power station at Langage, Devon and agreeing
a major innovative coal-linked SOOMW contract with Drax.
Centrica Storage operations at Rough suffered a major interruption in February caused by the
catastrophic failure of a cooler upit on the piatform. Our investment in new emergency shutdown
systems and prompt management’ action minimised the damage and helped to ensure no loss of life.
The field returned to full injectionioperations at the end of June and finished the period over 60% full.
Centrica Storage still delivered lmg’aroved profits™ due to the prior sales of 2006 storage units at record
price levels. We also completed the forward sale of 2006/07 Standard Bundled Units (SBU) at an
average price of 65.6p, an increasg of 74% on the prior year (2005/06: 37.8p).

Internationally our North American operations delivered record first half profits™ with strong performance
in Texas where, during the period, we acquired a third power station and a small custormer block. We
also continued to grow rapidly oyr Business Markets operation in all regions and entered the retail
market in several new states in the;North East.

s

" including jeint ventures and associales :i%zted net of interest and taxation, and before exceptional items and cenain re-measurements
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In Europe we saw signs of pro‘ﬁf}ess in the regulatory landscape with the European Commission
becoming more active in investigating competition issues and, in the Netherlands, the lower house voted
in favour of separating monopoly electnmty network assetis from cornmercial supply and generation
activities. P

In summary, improving underlylng*performance was masked by the continuing rise of wholesale prices
leading to an overall disappointing4irst half financial resulf.
'r;f;

Group financial summary 5
&

Group turnover from continuing o ?ferations was up 32% at £8.7 billion (2005: £6.6 billion). The growth
was driven primarily by customer and price growth in North America and tariff increases in British Gas
Residential Energy and British C’as Business partially offset by customer losses in the residential

business, m

Group operating profit* from continuing operations was down 29% at £632 million (2005: £369 million),
with significant losses* in British Gas Residential Energy in the first half and negative year on year
mavements in British Gas Busmess. and British Gas Services,
’fm

Group earnings™ on a continuing Epasns were down by 38% to £277 million (2005; £447 mllhon) Net
interest expense” increased 64% fy :£123 milllon (2005; £75 million) due to a restructuring, in late 2005,
of our upstream operations; this was more than offset by an associated saving in the tax line resulting in
a net benefit to the Group of £46 ‘million. Even after this benefit, the effective tax rate was up at 51%
(2005: 50%) due to the profit mix being more heavily skewed towards the upstream assets. An
amendment in the Finance Bill in Jume means that no further benefits will accrue under the restructure.

Group net cash outflow from opepatlng activities was £96 million (2005: cash inflow £878 million). As
anticipated, higher retail pricing has led to a rise in absolute customer debt levels and contributed to
increased working capital requiremjents within the group. Working capital requirements rose by £819
million, primarily due to £1,227 mul?’:on decrease in payables, mainly as a result of seasonally lower gas
and power purchases being only partially offset by a £431 million decrease in receivables, as the normal
seasonal reduction in debtor balances in the UK residential energy business was impacted by the effect
of the March tariff increase. The Group’s net debt level (excluding the £541 million of non-recourse debt
in respect of The Consumers' Waterheater {ncome Fund) at 30 June 2006 was £1,909 million, up from
£1,060 million at the end of 2005. The debt level includes £817 million of finance lease commitments on
the Humber and Spalding power stations. Net assets decreased by 20% to £2,009 million (2005: £2,502
million) mainly due to the movement in the value of the mark-to-market of some contracts relating to our
energy procurement activities along with a number of other movements which offset each other.

B
Certain re-measurements and excéntional items
The statutory results include chaifies to operating profit relating to certain re-measurements of £493
million in the period, primarily from‘marking-to-market some contracts relating to our energy procurement
activities. As gas and power weré delivered, the related contracts were partially executed and the net
positions unwound, generating a nét charge to the income statement in the period of £173 million. The
balance of £320 million reflects the impact of movements in future energy prices, over a number of
years, on the remaining contracts, new contracts signed during the period and proprietary trading
"positions related to cross border capacity and storage contracts. The charge to interest benefits from a
credit of £34 million relating {o the re-measurement of the publicly traded Units of The Consumers'
Waterheater Income Fund. The Ggoup also incurred an exceptional charge of £42 million relating to the
outage at the Rough storage facilit;?r

We have reported these separately because we do not believe that they reflect current underlying
business performance. .
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* including jeint ventures and associates sfated net of interest and taxation, and before exceptional items and certain re-measurements
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2006 second half 7

Continued volatility in winter gas aad power prices in the UK provides further uncertainty for the second
half of the year. Based on the cuiyent market outlook, the tariff increases of 12.4% in gas and 9.4% in
electricity, effective in September?"help to restore positive running margins in British Gas Residential
Energy, although it could still Ieaveﬁz the business at only break-even at an operating profit* level for the
full year.

Management will concentrate on nginimising the impact on the business of the September tariff increase
by investing in the further development and promotion of innovative customer offerings. The completion,
during the fourth quarter, of the bulk migrations 1o the new billing system will reduce ongoing costs and
improve the consistency of customiar service, We will also continue to seek every opportunity to reduce
costs, with the aim of stabilising market share and maximising value.

%

We are confident that the new g% infrastructure planned for the UK this winter and currently under
construction will come on-stream.! The BBL and Langeled pipelines and the expansion of the current
interconnector bring, between therm, new capacity equal to almost half of the current UK demand. Whilst
it will take time for additional sources of gas to fill these pipelines to full capacity we continue to expect
these additional sources to enter the market and put downward pressure on UK wholesale gas prices.
This is why we are offering an: innovative pricing structure that enables British Gas Residential
customers to take advantage of a lDWer price in 2008 than 2007.

We remain on track to bring the‘? South Merecambe gas field back to production by the start of
September. The decision to proadwely carry out work on the cooler units at the field will contribute to a

15% year-on-year fall in total ga$ preduction volume. This however will be more than offset by the
higher selling prices from the gasiproduction business resulting in growth in full year operating profit=.
We expect to commence construction of some key power generation assets; the 885MW power station
at Langage in Devon and two 30MW wind farms in shallow water off the Lincolnshire coast. The
industrial and commercial contracf$ will incur significant losses* this year and with the higher wholesale
prices we now expect losses in 2007, on our view of the forward curve, to be around £250 million with
the return to breakeven for the contracts now likely to occur in 2008.

[n British Gas Services the management team will continue with their internal restructuring to enable us
to better cope with workload pea'4: and to identify and exploit opportunities in the on-demand market.
This will provide a strong foundatlcf“n for further growth in 2007.

British Gas Business will continue 1o be challenged by high wholesale commodity prices However it will
benefit from the full penod effegt of the March tariff increase and the further rise effective from
September. The fixed price contract portfolic also moved back into profit against the backdrop of lower
summer gas prices. Management. will also concentrate on the new billing platform which will enable the
operation to take full control of its pricing structures. We expect the new gas system to complete roll-out
early in 2007, with the whole systeqn implemented by H1 2008.

In Centrica Storage the pricrity fof% the second half will be to maintain reliable injection performance to
enable the field to be filled before the traditional end of the injection season while completing the
required work to enable us to recommence full production by the start of October. With all of the
capacity for the second half already sold at prices 74% above the prior year levels we remain confident
that Centrica Storage can meet majket profit expectations.

in North America we will continue io grow our electricity and gas sales to business customers in Canada,
Northern US and Texas. We expect to make further progress in the residential and small commercial
sector in the North East states ang in Ontario the re-opened residential electricity market offers growth
potential. In Texas we will complete the integration of our third power station, the Paris Energy Centre,
and work to establish a firm basefior the smooth transition out of the Price-to-Beat (PtB) mechanism at
the end of this year. We now expzct full year operating growth of around 20%.

Further expansion in Europe remalns high on our management agenda aithough progress is slow,
Building on our successes to datedve will continue to lobby for increased transparency and open access
to the wholesale markets and faster progress towards real competition in the retail markets. In the short
term we will concentrate on expanding and growing the profitability of our current European positions.

* including joint venturas and associates stated net of interest and taxation, and befare exceptional items and certain re-measurements
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In summary we are facing a challénging second half with further increases in UK wholesale commodity
prices. We understand these chalienges and our immediate agenda is clear. We must restore the core
UK residential energy business to an acceptable level of return which will underpin further investment
and commitment in our gas and power supply position, through which we will reduce our exposure to
commodity price risk both structurally and cyclically. Our decision to raise customer tariffs is a single
element of this. We will be relentiss in our pursuit of efficiencies within British Gas and the rest of our
business. We must deliver on ou"growth potential within British Gas Services and we will continue 1o
pursue value-adding growth opporiunmes in North America and Europe.

| am confident that Centrica is a s‘h‘ong business and that a clear focus by management on this agenda,
against the backdrop of the stabmsatlon of wholesale gas prices, will see us meet 20086 expectations and
move forward from a position of st(éngth

Sam Laidlaw

Chief Executive 27 July 2006
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* in¢luding joint ventures and associates stated net of interest and taxation, and before exceptional items and certain re-measurements
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SEGMENTAL. BUSINE;;?SS COMMENTARY

_ British Gas Residential E?ergy e

et eSSy

The first half of 2006 was challenglng for the industry as the demand-weighted wholesale cost of gas
and electricity outturned 110% and 86% respectively above the same period last year. These increases
in turn forced all suppliers, inclutling British Gas, to raise customer tariffs. Our tariff increase was
implemented on 1 March which mé”ant that we made significant losses in the first two months of the year.

As anticipated we experienced an’ mcrease in custorner churn following the announcement of the price
increase. However, gross salesvof energy accounts remained strong as a result of our sales and
marketing activity and rapidly rosg above 60,000 per week. Sales of our fixed price product were
particularly strong. We sold 1 mlIllqn of our 2009 offering, taking the total number of fixed price accounts
currently on-supply to around 2.5 r‘"nlhon By the end of June we had lost 432,000 net energy accounts.
Weekly losses have continued to rr;duce and we have begun to grow our slectricity base once again.

Our billing system implementatior progressed well with 10.6 million customer accounts migrated over
the 6 months from Christmas 2005. All new customers are being processed onto the system and
including rmigrated accounts it now:holds over 11 million accounts. We rernain on track to complete the
migration by the fourth quarter of 2006

Turnover rose by 25% to £4.0 bllhon (2005 £3. 2 bxlllon) W|th the prlce mcrease in March thls year, the

LUSIOmeT i l".-"TIU §

Gross margin fell by £313 million compared to the same period last year. The effect of the price rises
and the slight rise in average consumption were more than offset by the rise in the cost of goods, lower
customer numbers and the rise in itansportation and distribution charges. The weighted average cost of
gas (WACQG) rose by 66% on the same pericd last year to 52.26p/therm, below the market increases,
reflecting the benefits of the legacy gas purchase contracts and the procurement and optimisation skills
of Centrica Energy. The weighted average cost of electricity (WACOE) was £56.30/MWh, 65% above
the same period last year, reﬂect‘mg the higher price of the fuel gas for the power station portfolio
required to meet the peak power rgquirements and generally higher market electricity costs. The cost of
goods for the first half contains a charge of £98 million (2005: £42 million) for the excess cost of energy
which the system operator deemed us to have used over and above the volume we billed to our
customers.

The operating loss* for the first & months was £143 million (2005: £165 million operating profit*).
Operating costs were broadly flat at £489 million (2005: £495 million) due to underlying cost reductions
being offset by dual running of systems, and backfilling staff for training. We have continued to make
progress in offshoring our back office operations. At 30 June 1,000 roles had moved offshore and we are
on target to grow this to around 1,Z00 roles reducing UK headcount by over 2 100 roles by the end of

B o 1< V1= V= | SN i ST N -Mylg e v e e rmr -

* including joint ventures and asscciates stated net of interest and taxation, and before exceptional items and certain re-measurements
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For the six months anded 30 June H1 2006 H1 2005 A% FY 2005
Customer numbars (period end) (000):

»=Residential.qaz-- -

0749 o asee o er

Estim%};d market share (%)7:7 o

Residential gas 52 55 (3ppts) 54

Residential electricity ki 23 23 - 23
Average consumption: <

Residential gas (therms) 361 352 286 597

Residential electricity (kWh) 2,129 2,049 3.9 4,146

Welghted average sales price:

Residential gas (p/therm) 72.45 57.61 28 51.16

Residential electricity (p/kWh) 9,17 7.19 28 7.54
Woeighted average unit costs: S

Residential gas (WACOG, p/therm) 52.26 31.56 €6 35.04

Residential electricity (WACOE, p/kWh) - 5.69 345 85 3.77
Transportation & distribution cests (Em): i

Resijdeptial gas 639 618 34 1,146

Residential electricity 9 254 232 <] 493

Total ) 883 850 5 1,639

Operating costs (Em):
Residential energy
Turnover (Em):
Residential gas
Residential slectricity
Total
Opcrating profit/(loss) (Em)*:
s aResidential energy. —o—seo v on B L. Lo

= =

J—— p—

Residential energy

British Gas Services ¥
The first half of the year proved challenging for British Gas Services. Temperatures below the seasonal
normal at the start of the year led to a record number of call outs. In addition the level of installations fell
by 11% to 42,000 (2005: 47,000) rrainly due to new legislation which made more expensive condensing
boilers obligatory from 1 April 2005. This legislation resulted in high sales levels in the first quarter of
2005 as customers bought systems before the legislation became effective. This was partially offset by
strong growth in plumbing and drains care and home electrical care.

Turnover was up by 5% at £521 million (2005; £496 million) as the total number of product relationships
increased by nearly 5% to just under 7 million against the same period last year and the average price of
Central Heating Care rose, reflectifiy improved risk-based pricing.

Operating profit* decreased by 25% to £44 million (2005: £59 million) due to the increased breakdown
call-outs and extra parts requiréd for the repairs, the reduction in year-on-year central heating
installations and the existence of czitain non-repeating positives of around £8 million in the 2005 result.

S iy P
During the period we made a significant investment in customer product holdings. We implemented
changes in our structure to enable workload peaks to be covered more cost effectively; this included
further investment in our engineer deployment system, call centre agents and engineer capacity.

1
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* including joint ventures and associates sté;_ced nat of interest and taxation, and before exceptional items and certain re-measurements
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For the six months ended 30 June ‘ H1 2006 H1 2005 A% FY 2005
Customer product holdings (period end) (‘?;‘f’:iﬁ
Central heatlng service contracts J 4,337 4,245 2.1 4,337
Kitchen appliances care (na, of customer‘") 37e 351 7 365
Plumbing and drains care &l 1,330 1,239 7 1,307
Home clectrical cars i 904 799 13 860
Home security - 23 25 (8) 25
Total holdings 6,970 6,663 4.6 5,894
Central heatng installations o 42 a7 (11) 92
Engineering staff employed b 8,531 BA71 4.4 8,348
Tumover (€Em) o
Central hesting service contracts £ 254 226 12 478
Central heating installations L 114 126 (10) 251
Other 153 144 8 295
Total 521 436 5 1.024
Operating profit (Em)*:
British Gas Sarvices 44 59 (25) 111
Operating margin (%)™ £
British Gas Services by 8 12 {4ppts) 11

British Gas Business

The period was again dominated by rising and volatile wholesale energy costs which were reflected in
increased we|ghted average input’ costs for gas and electnmty of 77% and 64% respectively. This in turn
led to increases in customer pnc@ Despite rising prices, total supply peints increased by around 1%
from year-end levels to 918,000 a¥' gross churn rates were low in both fuels, driven particularly by SME
contract renewal levels remaining well over 90% and improvements in corporate customer retention.

The combination of price rises, higher customer numbers and higher average consumption, due to the
effect of winning several large corporate electricity accounts, increased turnover by 61% to £1,169
million (2005: £725 million). HowevVer, operating profit* for the half year fell by 80% to £11 million (2005
£55 million), primarily due to the sharp increase in wholesale energy costs in the first quarter. The tariff
price rise for SME customers was not :mplemented until March and contracts with a flat selling price
negotiated Jate in 2005 were loss-making in the first quarter due to the unusual pattern of wholesale
commodity prices through the 2003 IOB winter but will be profitable across their full term,

During the period, operating costs ,encreased marginally driven by investments in the new billing system,
and sales and marketing. We made further progress on our customer service initiatives and the
deployment of new technology and processes which will rationalise aur invoicing and collection systems
with testing of the gas billing system now well advanced, Total system spend in the year was £13
million, of which £4 million was exp&nsed.
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For the six months anded 30 June H1 2006 H1 2005 A% FY 2005
Customer supply peoints {period end) (000):*

Gas % 397 373 6 394

Electricity 5‘ 518 515 0.8 515

Total b 816 838 32 909
Average consumption: P

Gag (therms) 2,311 1,985 16 3,492

Electricity (kWh) . 14,875 13,280 12 27,512
Weighted average sales price: ¢

Gas (pftherm)” é«v 67.60 48,10 41 51.87

Electricity (p/kWh) g 7.02 5.38 30 579
Weighted average unit costs:

Gas (WACOG, p/therm) 54,95 31.08 77 36.63

Electricity (WACOE, p/kWh) . a7s 2.90 64 3.25
Transportation & distribution (Em): B

Gas i 78 64 22 124

Eloctricity by 124 104 18 217

Total ” 202 1868 20 aa
Turnover (Em): o

Gas 623 356 75 69z

Electricity 546 369 48 818

Total ‘< 1,169 725 61 1,510
Operating profit (Em)*: o

British Gas Business N 11 55 (80) 77
Operating margin (%)™

British Gas Business 0.9 8 (7. 1ppts) 5.1

L
N

¢ tanation, and before exceplional lems and cetain e-incasurements
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Centrica Energy

Centrica Energy delivered a strorfyy first half result in volatile markets with operating profits up 7% to
£579 million (2005: £543 million);; Higher gas production profitability was largely offset by increased
losses from the industrial and commercial sales contracts.

Gas production ‘g

Operating profit™ rose by 30% to £704 million (2005: £540 million) as the average selling price rose by
77% to 59.2p (2005: 33.5p), driven by an 86% rise in market price. This was partially offset by a 29%
reduction in year-on-year gas proguction levels as we switched off the Morecambe field at certain times
including bringing forward and ext thding the summer maintenance period to carry out remedial work on
the cooler units. ’ :

We made good progress on increasing our gas reserves and production levels from fields outside the
Morecambe Bay area. In June we,completed the Statfjord acquisition, doubling our stake in the field, for
£141 million. Centrica's total sharezof capital for the programme of depressurisation announced last year
is now expected to be £100 million. We estimate that our total Statfjord reserves, including the
depressurisation project, are 1,300mmth of gas and 23 million barrels of oil and non-gas liquids.

In the continued pursuit of gas i%;sets to ecemomically supply our downstream businesses we have
made an application under the Ui 24" Offshore Licensing Round, are progressing the assessment of
‘our two Licence Blocks in Nigeria ind have recently opened an office in Stavanger to enable us to take
part in Norwegian licensing rounds.

Industrial sales and wholesaling

The industrial sales and wholesaliflg segment made an operating loss* of £132 million (2005: £20 million
loss*). This was mainly due to ithe sales contracts, entered into in prior periods, which posted an
operating loss™ of £115 million (2005; £36 million loss®). A 51% rise in the average input gas price for
these contracts was only partially t':;f,fset by a 30% year-on-year rise in the average selling price and a 5%
decrease in delivered volumes.

p
Electricity generation

In June we announced our intention to build an 885MW gas-fired plant at Langage, Devon. The total
invesiment is expected to be around £400 million and commercial operations are due to start during
winter 2008/09. Once lLangage”is operational, together with existing gas and renewable power
generation assets and long term supply contracts, we will be able to supply around 70% of our forecast
peak British Gas Residential electricity customer demand.
&

We generated 4,418GWh of pow%% ‘from our 3.4GW fleet of power stations in the period, significantly
lower than 2005 (5,218GWh) dud! to narrower spark spreads meaning that plant was commercially
turned down more often. Total fleet load factor was 32% (2005 47%).

Renewables P

3

In March we produced our first gréden power from our 90MW joint venture Barrow offshore wind farm.
We also have an agreement to acquire 50% of the equity of the 72MW Braes of Doune wind farm when
production commences during winter 2006/07. The award of consiruction contracts for the two 90MW
wind farms at Inner Dowsing and:l.ynn commenced with Centrica managing several contracts rather
than a single EPC contract. First ower from the project is expected to be delivered in 2008. For the
supply year April 2005 to March!2008, Centrica expects to fulfil its obligation to source sufficient
renewable obligation certificates (ROCs) to cover 5.5% (2.1TWh) of all electricity supplied.

Energy procurement I

In February 2006 we agreed an ifhnovative coal-linked power purchase agreement with Drax for the
supply of B00MW of baseload power over a 5% year period starting October 2007 'with the power price
indexed to international traded coal prices and including a fixed clean dark spread. _
T including joint ventures and associatas sfﬁ‘ ad net of interest and taxation, and before exceptional items and certain re-measurements

) 11
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Accord energy trading

Operating profit* was down by 70 Yo  at £7 million (2005: £23 million). The prior year had been particularly
positive as the business took advantage of exceptional volatility of the wholesale market.

[ For lhe six months eaded 30 suny S H1 2006 H1 2005 A% FY 2005
Gas production: i
Production volumes (mmth) H
Morecambe & 337 1,629 (42) 2,445
Other = 427 298 43 612
Total 1,364 1,928 (29) 3,057
Average sales price (p/therm) 59.2 33.5 77 39.4
Turnover (Em) S 931 706 32 1,385
External turnover (Em) - 162 70 117 183
Opersating costs (Em):
Volume related production costs i 151 108 a0 215
Other producticen cosls ¥ 76 58 31 130
Total i 227 166 37 345
Operating profit (Em)* i 704 840 3o 1,020
Power stations; i
Power generated (GWh) 4,418 5218 (15) 11,641
Industrial & wholesale: ki
External sales volumes (mmth) . 1,532 1,614 (5) 3,081-
Average sales prica (p/therm) : 30.5 234 30 24.8
Turnover (Em) Sy 484 386 25 786
Opetating protit / (loss) (Em)* * 5 {132) (20) nim (158)
Accord: S
Margin (Erm) " ] 21 (57) a2
Operating profit (Ern)* : 7 23 (&)} 39
Centrica Energy operating profit (Em): - & 579 543 ? 903

A Includes Centrica Energy overhead costé; f£24 mllllon (2005: £18 million)
B rl.}

Centrica Storage :
The operational performance of Centrica Storage in the first half was dominated by the explosion and fire
in February on the main offshore platform of the Rough storage facility. This was caused by a
catastrophic failure of a cooler unit'on one of the production trains, causing extensive damage to other
parts of the production system and many of the electrical services, instrumentation, vents, drains and
other services common to injecticn and production operations. Detection and deluge systems and
emergency shut-down and response plans all worked as planned to limit the impact on personnel and
prevent an even more serious outcéme for the facmty
“§\

As a result the entire Rough operation was shut down for almost four months including the remainder of
the 2005/06 winter production season, leaving Rough just over 50% full. Priority was given to restoration
of injection capability to enable the store to be refilled prior to the 2006/07 winter. Repairs and
modifications to the m;ectnon fEIGIhtIeS were completed on 5§ June, enabling injection operations to
resume, after recommissioning and testing, on 11 June. |Initially constrained to just over 50%, full
injection rates were achieved from 26 June.

Following the incident, Centrica “ﬁwrage issued a force majeure notice under the standard storage
services contract with all customerdﬁ '

b
The cost of the repairs and compe_nsation payments under the storage services contract resulted in an
exceptional charge to the group in the first half of £42 million of which £24 million is recognised in the
books of Centrica Storage. As a result Centrica Storage operating profit* after the exceptional charge
was up 21% to £69 million (2005: £B7 million).

Year-on-year the average SBU prlce was up 48% to 47.1p (2005: 31.7p). Operating profit* before the
exceptional charge for the half year-was up 63% to £93 million (2005: £57 million).

-,'i'i
=4

4
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" including joint venturas and associates stated net of interest and taxation, and before exceptional items and certain re-measurements
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For the six months ended 30 June H1 2006 H1 2005 A% FY 2005
SBU prige: i
Average SBU price (calendar year) (pence) a7.1 31.7 43 34.8
Turnover (£m) &
Standard SBUs - 107 72 49 B -]
Extra space K 13 & 17 19
Native gas sales : ':“Q 0 0 - 20
Gas satas 25 15 a7 30
Other i 6 13 (54) 25
Total 8. 151 106 42 253
External furnover (Em) 3; 126 86 a7 195
Cost of gas (Em) & 28 18 56 35
Operating profit (Em)* g 93 57 63 154
4

v

Centrica North America -
The North American business mgjt:e again delivered strong growth during six months in which we
experienced further unusual weather and volatility in wholesale energy markets. Overall turnover grew
by 31% to £2.1 billion {(2005: £1.6 billion) driven primarily by continued growth in Business Markets,
higher customer numbers in the &5 which were due in part to the acquisition in Texas in April of the
customer base of Entergy and th¢ positive effect of foreign exchange movements. Operating profit*
grew by 39% to £121 million (200%; £87 million) primarily due to higher profits in Texas. Exchange rate
movements contributed £8 million of the increase in operating profit.

In June we disposed of our remaining 19.9% holding in The Consumers’ Waterheater Income Fund for
£65 million creating a one-off gain of £7 million. This completed the sell-down which began in December
2002. The requirement to consoﬁdg‘ite the full financial results of the fund remains.

Canada residential and smalf com,rgercial energy

Turnover increased by 13% to £é§ao1 million (2005; £708 million) primarily due to movements in the
exchange rate. However, operating profit* reduced by 34% to £19 million (2005: £23 million) as a resuit
of the removal of the Business Protection Plan Rebate (BPPR) at the end of April which reduced the
previous very high gross marging, partially offset by the profit contribution from the upstream gas
business which increased by £7 miilion driven by the higher market prices.

The market in Alberta continued ta! be challenging during the first half. Although we continued to grow
steadily the unregulated customer base this growth was outweighed by customer losses in the regulated
business. .

Texas residential and small cornme,rcral energy

Turnover grew by 32% to £542 mlﬂton (2005: £410 million). This was driven by higher prices following
upwards Price-to-Beat (PiB) refilings in the second and fourth quarters of 2005 and the acquisition in
April of approximately 100,000 customers from Entergy, partizlly offset by the temporary discounted rate
settlement reached with the Publi¢ Utility Commission in May. . These factors allied with very effective
procurement including increasing eontributions from the three power stations also increased operating
profit* by 156% to £64 million (2005: £25 million).

Custorner numbers rose Jduring Uf‘:a.x moniths as a resull of the Enlergy cusiomer base acquisition.
Continued strong competitive sales in our organic growth business was approximately offset by the
ongoing churn in the incumbent customer base. The acquisition of the Paris power station in Northern
Texas was completed in February.

Other USA residential and small commercial energy

Turnover grew by 30% to £144 million {2005: £111 million) due to increased customer numbers and
higher retail prices. We made encouraging progress in growing the customer base by 15% and we
entered the New York market with rising sales in both the residential and small commercial sectors, The
combination of rising prices plus "growmg customer numbers and strong energy procurement skills,
including very effective usage of #llocated storage, meant that margins also widened resulting in an
operating profit* increase of 44% to’£13 million (2005: £9 million).

* inciuding joint ventures and assocciates stated net of interest and taxation, and before exceptional iterns and certain re-measurements
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Home services
Turnover increased by 15% to £1 é? rmillion (2005: £163 million) mainly due to exchange rate movements
and growth in the core protectlcm plan business in Canada. This, along with a greater focus on
productivity, which improved service and drove down costs, and the gain on the disposal of the
remaining units in the income fund? increased operating profit” by 67% to £35 million (2005; £21 million).

Business markets &4

Turnover grew by 99% to £386 rgillion (2005: £199 million) with rapid customer growth in all markets.
Volumes sold in.gas and electnu;g} rose by 14% to 300mmth and 90% to 4.2TWh respectively. However,
gross margin was only up 20% prigiarily due to the loss of the BPPR in Ontario, which combined with the
up-front cost of acquiring custymers and other expenditure associated with such rapid growth
contributed to the operating loss™ 6f £12 million in the period (2005: operating loss™ of £1 million). In the
United States in the period we signed up new customers with equivalent annual loads of 2.5TWh in
electricity and 43mmth of gas as we entered several new states.
&,

Energy trading & wholesale m

We continued to refocus our tradmg and wholesale business solely on supporting our retail positions.
Turnover -after eliminations was £48 million (2005: £11 million). The business registered an operating
profit* of £2 million (2005: £4 mllllop)

’a;

Fr the six months ended 30 June T H1 2006 H1 2005 A% FY 2005
Customer pumbers (pariod end) {000): g
Canads energy ey 2,119 2,126 0.3} 2,130
Texas energy £ 989 892 1 898
Other USA energy 364 37 18 |, 335
Home servicas 1,871 1,837 19 |°¢ 1,885
Yolumes: g* -
Gas production {(mmth) @ 149 155 (3.9) 308
Electricity generatlon (GWh) iR 2,258 1,442 57 3,212
Turnover (Em): i
Canada residential and small commercial e}nergy 801 706 13 1,533
Texas residentisl and small commarcial erfergy 542 410 32 553
Other USA residential and small commemal energy 144 111 30 208
Heme sarvices 187 163 15 380
Business markets . 398 199 EE) 481
Energy {rading & wholesale : 18 11 €4 17
Tatal ,»; 2,088 1,600 31 3,552
Oparating profit{loss) (Em)”:
Canada residential and small cormmercial energy 19 29 (34) 47
Texas residential and small commercial ergﬂrgy 84 25 186 72
Other USA residential and small ccmmercﬁal energy 13 9 a4 16
Home services i 35 21 67 51
Business markets i (12) 1) n/m {8)
Energy trading & wholesals . é}i‘ 2 4 (50) 7
Total 121 87 39 185
Operating margin (%)": )
Total Nerth America 8 5 1ppt 5
¢
Europe o

There have been some positive mries in the drive for apen cempetition on the continent. The Eurcpean
Commission continued its secto® inquiry by publishing its findings and conducting an industry
consultation. These moves, along wﬂh progress in individual member states, indicate the growing desire
to address the major malfunctions tii;_gat the Commission has identified in the European energy market.

In Belgium, the SPE joint venture is progressing well with its integration by folding all the Group
companies into one legal entity and strengthening its management team. The underlying profitability has
been impacted by short term loss- makmg fixed-price sales contracts entered into prior to completion of
our acquisition. Customer numbers increased 16% to just over 1 million accounts and we now expect
700,000 customers to be transferred to SPE from the former integrated local utilities when the Wallonian
market opens in January 2007. &
it
" including jaint ventures and associates sta%}ed net of interast and taxation, and befors exceptional items and c¢ertain re—meas;:;ements
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In Holland Oxxio continued to grow, reaching 648,000 customer relationships despite continued difficult
conditions for competition against e integrated incumbent utilities. The draft law to effect full ownership
unbundiing of the integrated utxlmeq was voted for by the lower house of Parliament and is expected to
go to the upper house for approval m the fourth quarter.

In Spain, Luseo is managing its exn‘ from the electricity supply business due to the refusal of the Spanish
Government to raise customer tarm‘s above the wholesale market price and their continued recognition
of the tariff deficit only for |ncurnl'°ents Luseo is continuing its legal challenge of the discriminatory
treatment of non-integrated energy« suppliers at Spanish and EU levels.

We continued to grow our footprlntrm Europe by creating a German subsidiary, Centrica Energie GmBH,
based in Dusseldorf, in response”!o positive developments in the legal and regulatory framework for
competition in German energy markets. This will facilitate our entry into the commercial supply market in
Germany.

3

Our European business made arg operating loss™ of £4 million (2005: operating profit™ £3 million),
including an amortisation charge ¢f £10 million on the provisional fair value of in-the-money contracts
recognised as intangible assets on’the acquisitions of Oxxio and SPE.

K

B

* including jeint ventures and associates stated net of interest and taxation, and before exceptional items and certain re-measurements
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Independent review repcit to Centrica plc on the financial information for
the six months ended 3C:June 2006

Introduction

G

We have been instructed by the Company fo review the financial information for the six months ended S0 June 2006 which
comprises the Group interim Balance Sheet as at 30 June 2006 and the related Group Interim staterments of Income, Cash
Flows and F(ecognnsed Income and Expenia for the six months then ended and related notes. We have read the other
information contained in the interim report .and considered whather It contains any apparent rnisstatements or material
inconsistencies with the financial information.

Directors' responsibilities

The Interim report, including the financial i ;;ﬁ)d(bﬂ containgd therein, is the respensibility of, and has been approved by the
Directors. The Listing Rules of the Financlal Services Authority require that the accounting palicies and presentation applied to
the intarim figures should be consistent with those applisd in preparing the preceding annual accounts except where any
changes, and the reasons for them, are di=p‘.jlosed.

3
This interim report has been prepared in acéordanc:a with the basis set out in Note 2,

Review work performed

We conducted our reviaw In accordance wn*h guldance contained in Bulletin 1999/4 issued by the Auditing Practices Board for
use in the United Kingdom. A review consiéts princlpally of making snquiries of management and applying analytical proceduras
1o the financial information and underlying fpancial dats and. based thereon, assessing whather the disclosed acgounting
peclicies have bean applied. A review excludriq audit procedures such as tests of controls and verification of assets, liabilities and
transactions. It is substantially less in scopeithan an audit and therefore provides a lower level of assurance, Accordingly wea do
not express an audit opinion on the financk, Informaticn. This repon, including tha canclusion, has been prepared for and only
for the Cornpany for the purpose of the Listing Rules of the Financial Services Authority and for no other purpose, We do not, In
producing this report, accept or assume re: %‘;bonsnblhty for any other purpose or 10 any other person to whom this report is shown
or Into whose hands it may come save where exprassly agreed by our prior consent in writing.

Review conclusion .

On the basis of our review we are not awarg:of any material modifications that should be made to the financial information as
presented for the six months ended 30 Jung 2006.

PricewaterhouseCoopers LLP i._
Chartered Accountants
1 Embankment Place
London &
WC2N 6RH
27 July 2006

Notes: .

g
(a) The maintenance and intagrity of the Cen#nca ple web site Is the responsibifity of the Directors; the work carried out by the
auditors does not involve consideration of these matters and, accordingly. the auditors accept no responsibility for any changes

that may have occurrad to the interim report@mce it was Initially presentad on the web site.

(b) Legislation in the United Kingdom goverrm;; the preparation and dissemination of financial information may differ from
legislation in other jurisdictions. #A :

16




Up=di=¢( | SO FRUNFMEHLT LA JUUH.&&HII:!.

I

Group Income Statemer:j,

. 2008 2005 as roswlee
! Roaula o Reguira o
for the parloa for the pariod
befare Bxcopnonal bofora Exceplianal
excaptionnal lhemna ang exceplanal Iltems ana
ftams Bna oerwnin . aertain ltems end cortain cortain
, 12?_} v 4 s r ementa Roounsfer  re-MaRIUEMENIS re-MoASUMGITIENS Reguitg fof
: £ Cm ) o the poriod 0 [} the pertod
Sl manths endod 30 June Noleg £&m tm Em £m &m Em
Continuing operations 't _ -
Group revenue 8,728 - 8,728 8,616 - 6,616
Cost of sales (6,848) - (6,848) (4.618) - {4,618)
Re-measurement of energy contracts - (493) (493) - 476 476
Gross profit 1,880 493 1,387 1,098 476 2,474
Operating ¢osts bafore exceptional items - (1,188) - (1,188) (1,053 - (1,053)
Storage Interruption ; - 42) (42) - - -
Contract renegotiation - - - - 42 42
Profit on disposal of businass - - ~ - a7 47
Buslness restructuring costs - - - - - -
Operating costs (1,188) 42) (1,230) (1.053) 5] (964)
Share of profits in joint ventures
and associates, net of interest and
taxation = ~- - 24 M 23
Croup op&aling pn oiit 692 (535) 157 Q89 564 1,533
interest income 70 34 104 a7 - a7
Intarest expense __(193) ) - (183)| (122) (4 (128}
Net interest expense {123) . 34 (89) {75) {4) (79)
Profit from continuing operations v ’
before taxation o 569 (501) 68 824 8560 1,454
Taxation on profit from continuing ;
operations . P (281} 164 (129 (446) . (181) (607}
Profit / {(loss) from ceontinuing *
operations after taxation S 2718 (337) 59 448 399 B47
Loss from discontinued operations : - - - 2) - 23]
Gain on disposal of discontinued i
operations . - - - - 26 26
Discontinued operations _ - - - ’(2]- 26 24
Profit / (loss) for the period K 278 ~ (387) "(59) 446 425 a71
Attributable to; ki
Equity holders of the parent : 277 {337) (60) 445 425 870
Minorlty Interests . T LI 1T - 1
‘ 278 (337) (59) 448 425 871
il Pence . Penca Pence ) Perco
Earnings per ordinary share “'é‘
From continuing and discontinued operatic:{
Baslc 98 _ (1.7 23.3
Adjusted basic 8 7.6 11.8
Dihited 38 (1.6) 22.9
From continuing operations: &
Basic k=] (1.7) 22.7
Adjusted basic 8 7.6 12.0
Dlluted 8 {1.6) 20.3
Prior year final dividend per ¢
ordinary share 7 7.40 6.10
Proposed interim dividend per N
ordinary share i, . 3,18 3.10

() Cartain re-measuremants includad withilf gross mMargin comprise re-measurement arising on our energy procurement
activities and re-measurement of proprietary trades in relation to cross-border transportation or capacity centracts on which
ecanomic value has been created that is_ not wholly accounted for under the provisions of IAS 39 (but not on the other
actlvities of our proprietary trading busin,é_}sses). Certain re-measurements included within interest comprise re-measurement
of the publicly traded units of The Consurners’ Waterheater Incorme Fund. All other re-measurement is included within
resufts before exceptional items and certain re-measurements.

(i) The comparative information for the six rmonths ended 30 Jurie 2005 has been restated to show the post-tax resuits of
Cnetel as discontinued operations.

S
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Group Income Statemen:ﬁz

¥

! 2005
| Rasuits
' ’o”m Exenplicna!
exseptona! ftoms 2t
: Itamz amd cartain ceneln X
i » re-m S om Resulty o
\ L . @ o e yaar .
Taar onood 31 DocsmBber . Nelex £m Em £m -
Continuing operations : )
Group revenue by 3 13,448 - 13,448
Cost of sales 4 (9,793} - (8,783)
Re-measurement of energy contrgcts® & o 4 - 456 456
Gross profit 3,655 456 4,117
Operating costs before exceptional items ‘ (2, 180) - 2 780}[
Storage interruption rd 4 - - -
Contract rensgeatiation P 4 - 4z 42
Profit on disposal of business . 4 - 47 47
Business restructuring costs & 4 - (700} (100}
Operating costs 5 (2,180) (11) (2,191}
Share of profits in joint ventures L
and associates, net of interest and
taxation 3 38 (1) 37
Group operating profit ‘ 3 1,513 444 1,957
Interest income ¥ . 5 102 = 102
Interest expense ¥ : 5 (247) - (247)
Net interest expensa (145) = (145
Profit from continuing operations '
before taxation - B 1,368 444 1,812
Taxation on prafit from continuing =
operations A e 6 (706) (138) (844)
Profit / (loss) from continuing i o
operations after taxation # 662 306 968
Profit from discontinued operations i 71 - 7 7‘|
Gain on disposal of discontinued .
operations ; 4 - 34 34
Discontinued operations , o - 71 34 45
Profit / (loss) for the year N 673 340 1,013
Attributable tor ¥
Equity holders of the parent . 672 340 1,012
Minority interests ] A 7 - 7
u 673 340 1,073
=Y Perce Forsn
Earnings per ordinary Share - T
From continuing and discontinued operatichs:
Basic . 8 27.4
Adjusted basic ‘ 8 18.2
Diluted ¢ 8 27.0
From continuing cperations:
Basic 8 26.2
Adjusted basic . 8 17.9
Diluted ' 8 25.8
Proposed final dividend per ,'f?
ordinary share b 7 7.40

() Cermin re-measurements included within gross margin comnprise re-measurement arising on our energy procurement

activities and re-measurement of propristary trades In relation to cross-border transportation or capacity contracts on which
sconomic valug has been created thatds not wholly accounted for under the provisions of IAS 39 (but not on the other
activities of our proprietary trading businesses). Certain re-measurements included within Interest comprise re-measurement

of the publicly traded units of The Coniimers' Waterheater Income Fund (£nll at 31 December 2005). Al other re-

measurement is included within resultz:%;efore excepticnal items and cerain ra-measurements,
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Group Balance Sheet '
| t

! i 30 June 0uwne 37 Decamber

| £ 2008 2005 2005
: _ Lo . Notsa . Bn £m £m
Non-current assers - i T
Goodwill 1,136 1,100 1,170
Other intangible assets 517 565 569

Property, plant and equipment 3,745 3,134 3,670

Intsrests in joint ventures and associates ¢ & 236 215 223
Defarred tax assets . 376 383 296
Trade and other receivables u 19 32 25
Financial assets: 8
Derivative financial Instrumernts i 9 55 128 231
Other financlal assets “ e 39 32 45
" ) 6,223 5,589 6,229
Current assets B o
Inveritories f{ 218 161 196
Current tax assets A 3 6 -
Trade and other receivables o 2,921 2,191 3,421
Financial assets: E
Derivative financial instruments P 9 1,251 1.754 2,159
Other financial assets by 46 44 48
Cash and cash equivalents ‘ 10 586 1,888 1,238
' L 5,025 5,554 7,087
Total asscts i 11,248 11,143 13,290
Current liabilities e )

(2,287) (2,3986) {3.541)
(484) (494) (269)

Trade and other payables
Current tax liabilities
Financial liabilities:

Derivative financial instrurments ‘ 9 (1,559) (1,249) (1,787)
Bank overdrafts and loans ‘ ~ 11 (808) (607) (655)
Provisions K ] - _(103) (110) (143}
8 , 5.237)  (4.856) (5,399
Net current (liabilities) / assets ) L ) ' . {212) 698 666
Non-current liabilities - ’ .
Trade and other payablas : (56) (91) (102}
Financial liabilities: ‘
Bank loans and other borrowings ;, 11 (2,313) (1,731) (2,267)
Derivative financial instruments §§ g (56) 4 (52)
Deferred tax llabilities ! (485) {731) (743)
Retirerment beneftt obligation i 15 (537) (841) (807)
Provisions , L (555) (387) 482)
' . Y 14002 (3785) (4453
Net assets : : 2,009 2,502 2,442
Equity
Called up share capltal o 12 226 228 224
Share premium account \ 657 591 585
Merger reserve o 487 487 467
Capital redermption reserve i 16 11 15
Other reserves A ) 586_ 1,148 1,085
Shareholders’ equity ] 1,852 2,446 2.386
Minerity Interests ¢ —_— . 57 86 56
Total minority interests and shareholders’. equity 2,009 2,502 2,442
)
i
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Group Statement of Recogmsed income and
Expense

s Six momhis Six menthe
l h enged endod oreted |
: i 30 Juns Wowe 37 Oecemoer
i 5 2006 2005 2005 .
i I Em £m &m
(Loss) / profit for the period (58) 871 7.013
Gains on revaluation of acquired assets i o - 14
Gains on revaluatian of available-for-sale Dyestments - 1 2
(Losses) / gains on cash flow hedges (268): 306 408
Exchange differencas on translation of foréign operations ()] 2, 13
Actuarial gains / (losses) on defined benefit pension schemes 231 (131) (126)
Tax on items tzken directly to equity  * - (80) (108):
Net (expense) / income racognised direaﬂy in equity (19) 118 . 2_0_2_
Transferred to income and expense on cash flow hedges aral [ @39 (74)
Tax on items transferred from equity . 57 | 12 } 25
Transfers (117) (27) (4S)
Total recngmsed income and expense fur the period (195) 962 1,166
Change in accounting policy - adoption neé:AS 32 and IAS 38 ) I (<) (343)
Total recognised income and expense ¢ {t,ﬁce last report (195) 619 823
Total income and expense recognised in the period Ig attributable to:
Equity holders of the parent v . (196) 961 1,165
Minerity Interests E 1 1 1
(195) 982 1,166
<
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Group Cash Flow State

Six monihs
| Six months ended Yoar
! . onded 30 June eridee?
: 30 June 2005 37 Decomber
' ' . <uog as resiatod M 2005
; Notos o £m &m

Cash gcnerated from continuing opera'uoda 13 128 ] 1,208 1,944
Interest received - - 7 11 16
Interest paid (6) {4) (13)
Tax paid (164) (295) (768)
Payments relating to exceptional charges=t (61| (37) {(48)
Net cagh flow from continuing operating activities 13 96) 881 1,137
Net cash flow from discontinued operating aclivities ) 18 - {3) 13
Net cash flow from operating activities . ) (96) 878 1.144
Purchase of interests in subsidlary undert;mmgs and busingsses net of cash and cash
equivalents acquired i 32 (95) (130)
Disposal of interests in subsidtary undertakmgs and businesses net of cash and cash
equivalents disposad ; 20 100 184
Purchase of intang/ble assets (50) (70) (160}
Dispasal of intangible assets ;’ - - 36
Purchase of property, plant and equinme, (285} (142) (553)
Disposal of property, plant and equmenﬂ . 18 =} 13
Dividends received from Joint ventures and associates - 15 16
Investments in joint ventures and assoclatgs (14} (18) (122)
Disposal of Interests in associales " - - 17
Interest received 17 22 70
Net sale of other financial assets i‘ 5 162 1486
Net cash flow from investing activities . 13 (381) (17) 629)
Re-purchase of ordinary share capital . 12 (23) (232) (388)
Issue of ordinary share capital B 2 18 17
Interest paid in respect of finance leases (19) (55) (95)
Other Interest paid . (104) (16) (66)
Distribution to unit holders of The Consumers Waterheater Incorna Fund (13) @ (20)
Interest paid 2 ' (136) - (80 (181)
Cash inflow from additional debt 408 161 789
Cash outflow from payment of capital elem@nt of finance leases (13) 27) (50)
Cash outfiow from repayment of other dabt: {(154) - (126)
Net cash flow from increass in .debt 241 134 623
Realised net foreign exchange loss on cash sgttlernent of derivative contracts 42) (31) (66)
Equity dividends paid. . (269) (220) (340)
Net cash flow from financing actnntaas os , Iy EE (187 413) (335)
Net (decrease) / increase in cash and caﬁh equivalents (664) 448 280
Cash and cash equivalents at 1 January # ' ‘ 1,177 B85 885
Effact of foreign exchange rate changes ¢ . (2) 2 12
Cash and cash squivalents at end of perrcd 0 511 1.335 1,177

() Cash and cash equivalents are stated r\Ft of overdrafts of £75 million (30 Jung 2008; £63 milion, 31 December 2005: £62

million).
(i) The comparative Information for the six months endad 30 Juneg 2005 has been restated to present the cash flows of Onetel

as discontinusd operstions.
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Centrica ple is a Company incorporated anﬁd domiciled in the United Kingdom under the Companles Act 1985.

1. C:orporate information

The interim condensed consolidated F‘manéﬁa! Statements of the Group for the six menths ended 30 June 20086 were authorised
for issue in accordance with a rasolution ofi;he directors on 27 July 20086.

2. Accounting policies anEi basis|of preparation

The financial information contained in this daport is unaudited, The Income Statement, Statement of Recognised Income and
Expense and Cash Flow Statemant for the ihterim period to 30 Jung 2006, and the Balance Sheet as at 20 June 20086 and
related notes have besn reviewed by the audltors ard their report to the Company is set out on page 18. The information shown
for the year ended 21 December 2005 doe'$ not constitute statutory accounts within the meaning of Section 240 of the
Companies Act 1885 and has been cxtractg:d from the statutory accounts for the year ended on that date, which have been filed
with the Registrar of Companies. The repor; of the audlitors on the statutory accounts for the year ended 21 December 2005 was
unqualified and did not contain a s’ratcmanf under Section 237 of the Companies Act 19885,

The interim condensed consolidated F-'Inanr al Staternents hava been prepared on the basis of accounting policies set out in the
Group's annual Financial Statements for the year ended 31 December 2005, and in accordance with the Listing Rules of the
Financial Services Authority.

The interim condensed consolideted Finar:; '*’%‘( Statements do not include all the information and disslesures required in the
annual Financia! Statements, and should bﬁ? read in conjunction with the Group's annual Financial Statermerts as at 31
December 2005.

The Group's Income Staterment and segmental analysis separately identifies the effects of re-measurement of certain financial
instruments, and items which are excepnonal' in order to provide readers with a ¢lear and consistent presentation ¢f tha
Group's underlying performance. M
The re-measurement items which are separately identified within gross margln are the re-measurements of contracts related to
our engrgy procurement activities, which are classified as derivatives under {AS 39 due to the nature of the contract terms, and
are required to ba marked-to-market. It also includes the re-measuremsant of proprietary trades in relation to cross-border
transportation or capacity contracts on whuch economic value has been created that is not wholly accounted for under the
provislons of LAS 39. The re-measurernemg@nder IAS 39 of the remaining activities of our proprietary trading businesses is not
identified separately. Separately identified Jithin interest is the re-measuremeant under IAS 39 of the publicly traded units of The
Consurmers' Waterheater Income Fund, Re-measursment moverments reflect changes in external market prices and axchange
rates. The treatnent has no impact on the on-going cash flows of the business and management believes that these unrealised
movernents are best presanted saparately irom underlying business performance.

In accordance with 1AS 1 ‘Presentation of Fhanclsl Staterments’, cartin items are presented as exceptional, where they are
material to the result for the peried and are gf & non-recurring nature terns which may be considered material and non-
recurring In nature inciude disposals of businessss, business restructuring and the renegetiation of significant contracts. We
intend to follow such a presentanon on a consistent basis in future pariods. Items are considered material if thair omission or
misstatement could, in the opinion of the D‘rectors. individually or collectively, affect the true and fair presentation of the Financial
Statements.

I

\\i
The Income Staternent and Cash Flow Stat'fment and the associated segmental analysis for the comparative information for the
six months ended 30 June 2005 have been restated 1o present the results and cash flows of Onetel as discontinued operations.
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3. Segmental analysis

i Six months snded 30 June 2006 Stx montns chded 30 Juna ."Bo-gr-s resta(ec ™™
B Gross  Lewsnter Goss  Lesa Intar-
i sogmant sagmont Group sagment Sogmant Group
e revenue revérius roeveriug revenue ravenun nevenus
@) Revenue i fmoL. . Em_ £m Lm o T
Continuing operations: k -
British Gas Residential Energy i 4,038 - 4,038 3,218 - 3.219
British Gas Services - 521 - 521 496 - 498
British Gas Residential 4,559 - 4,559 3,715 - 3,715
British Gas Business 1,169 - 1,169 725 - 725
Inctustrial sales and wholesaling 484 - 484 326 - 386
Gas production 931 (779) 152 708 (838) 70
Accerd energy trading : 9 - 9 21 - 21
Centrica Energy 4 1,424 (779) 645 1,113 (836) 477
Centrica Storage & 151 (25) 126 106 (20) 86
B
North American Energy and Related Ssrvices 2,088 - 2,088 1,600 - 1,600
European Energy , 141 - 141 13 - 13
Other operations ? - - - - - -
& 9,532 (804) 8,728 7,272 (GEB) 5,616
Discentinued operations:
Onetsl - - - 183 (1) 182
- - - 163 M 162

Yoar andedd 31 December 2005 e reslsieg

lp Grogs Less Iner-
" segment sEpment Group
{. evenus Mronue navanun
i £m Em £m
Continuing operations: i - e
British Gas Residential Energy ' ';;; 6,032 - 8,032
British Gas Services ,g" 1,024 - 1,024
British Gas Residential 7,056 - 7,056
British Gas Business . 7,510 - 1,510
Industrial sales and wholesaling ® 786 - 786
Gas production & 7,365  (1,182) 183
Accord energy trading % B 42
Centrica Energy | 2,193 (1,782) 1,011
Centrica Storage : 253 (58) 785
North American Energy and Related 'S:-qgi!w?ces 3,552 - 3,552
European Energy ¥ 119 - 178
_... Other cperations . — ) - s
" 14,688 (1,240) 13,448
Discontinued operations: W
Cnatal ; 344 (2 342
# 344 2) 342

0 The comparative information for the six, months ended 30 June 2005 hag been restated to present the post tax result of

Onetel as discontinued. :

(i) Accord energy trading carrles out certain transactions on behalf of the Group’s Industrial sales and wholasaling segment, at
nil margin. The Group considers that It not reflactive of the trading relationship between the segments to present these
transactions as inter-segment revenus‘fﬁhe comparative information has been restated accordingly. The effect of the
restaterment is 10 reduce gross segment revenue und inter-segment revenue for Industrial sales and wholesaling by £674
million for the year ended 31 December 2005, and by £243 million for the six months ended 30 Jung 2005. Thers is ne

effect on Group revenus or segment result.
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Oparating profi/(ioss)
pefore excapional llems and

Operaling proft/(idur)
Dhar excsptional iame and
Cs8rEN re-maaslrements

©arlain Pa-mesaurariunis

Six monhs Six months
Six menths wnded Yeoor Sixmantha sndad Yaar
onded 30 June enaed anded 29 Jung onged
30 Juna 2008 31 Decamnber 20 J 31 Decemn
2006 0% rastalod 2005 2;? BE ruslzag:; ! 20(;851'
b) Operating profit/ (loss) tm £m £m en £m om
Centinuing operations: e
British Gas Residential Energy (143) 165 90 (as2) L 872 660
British Gas Services 44 59 171 44| .. 59 96
British Gas Residential (99) 224 201 (408) 731 756
British Gas Business 11 85 77 (115) 160 243
Industrial seles and wholesaling LT (132) {20) (156) 30 (130) (538)
Gas production o 704 540 1,020 718 535 992
Accord energy trading ; 7 23 38 4 - 58
Centrica Energy @ 579 643 803 752 405 570
Centrica Storage # 93 57 754 69 60 155
North American Energy and Related ]
Servicss % 121 87 185 (110) 174 323
European Energy oy (4) 3 s @ 3 (S)
_ Other operations % {9) - 2 @7) - (21)
d& 692 969 1,513 157 1,533 1,957
Discontinued operations:
The AA . - - - - - 39
Onetel o £ - () 12 - @ 7
5 — (2) 12 - (2) 48
&
IR - Y
IH 5nare of profrs 1683 (03863 In JaiNt Veniures and Exceptional itams and
u Assoclales corlain PYmaaRLremMents
‘ Six mentna Six montha
B Slx manths enced Yoar Slx monnsa anteg Yosr
ﬂ, ehded 30 June enced endod - a0 Jung snesd
c) :lnclu)ded within opersting profit/ 30 dune oo B i acd saqune - ree 7 Deseber
oss tm on £m £m Em
Continuing cperations: T
British Gas Residential Energy P - 1 2 (309) 507 570
British Gas Senvices A - - it N - {(15)
British Gas Residential 0 - 1 2 (309) 507 555
%
British Gas Business & - - - (126) 105 166
N —_ I
Industrial sales and wholesaling i - 18 29 162 (110) (382}
Gas production A - - - 14 (8) (<8}
Accord energy trading N - - - . ® 23 | 17,
Centrica Energy & - 18 29 173 (138} (393}
Centrica Storage - - - {24) 3 7
Norith American Energy and Related #
Services o - - - (231) 87 138
Eurcpean Energy ‘3 - 4 & - - -
Other operations ; Sz = = ag ... _- @3)
‘ - 23 37 (535) 564 444
Discontinued operations: .
The AA hi - - - - 26 39
Onatel i - - - - - 5
- — - - 26 34
# )
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4, 1
; . . Six menma Six manths Yaor
. Y anhdedt snded encad
) . 30 Juna 30 Jure 371 Decwrmter
! ! 2000 2005 2005
e o £m £m £m
a) Exceptional items recognised in cnd inuing operations
Storage interruption (a42) - -
Contract renegotiation ® - 42 42
Profit on disposal of business # - 47 47
Businesgs rastructuring costs ™ - - (100)
Total cxceptional items recogmsed in cg-ntmumg operations (42) 89 (11)
b) Exceptional items recognised in dis‘continued aperations
Profit on disposal of The AA M o - 26 39
Loss on disposal of Onetel : - o=
Total exceptional items recognised in dj uconﬁnued operations o 26 34
¢) Certain re-measurements recognlsed in continuing operations ™
Net (losses) / gains arising on dellvew of cantracts (173) 83 140
Net (losses) / gains arising on mark % price movements and new contracts (250) 415 239
Net (losses) / gains arising on propnntary tfradas in relation to cross border transportation
or capacity contracts on which ecorfémic value has besn created that is not wholly -
accounted for under the provislons of IAS 39. {30) {£22) 17
Total certain re-measurements recognised in continuing operations . (493) 476 456

{) Centrica Storage operations at Hougmsuffered a major interruption caused by a fire in February 2006. Our investmant in new
ememgercy shutdown systems and pg?mpt management action mitigated the damage to ensure no loss of life, Following a
full assassment of the work needed e restore opierations, the costs of the incident have resulted in an exceptional charge
before taxation of £42 million, A tax cradit of £12 million has been recognised In respect of the chargs.,

(i} The profit in 2008 arose on the renegotiation of certain long-term take-or-pay contracts during the period. A benefit of £42
million was recognised. A deferred 1= §3-harge of £12 million was recognised in respect of the gain.

(i) The profit in 2005 arose an the dispcq}« of Britsh Gas Connections Limited on 2Q May 2005 for which cash consideration of
£20 milllon was received, resulting in g'pre-tax operating profit of £47 million, The disposal of shares qualified for substantial
sharsholding exemption and conseqt_ently no tax charge arose in relation to the profit.

(iv) Business restructuring costs in 2005 comprised £100 rnillion resulting from staff reductions at the corporate centre (£23
million), British Gas Residential Energy {£43 million), British Gas Services (£15 million), British Gas Business (€1 million) and
¢hanges 1o the property portfolio (£18 million). A tax credit of £23 million was recognised in respect of these costs.

(v) Adjustments to finalise the consideratipn receivad by the Group on the disposal of The AA led to the recognition of a further
£33 million profit in 2005, net of a tax/ r-harge of £11 million.

{vi) The Group disposed of its 100% shan.,holdlng in Centrica Telecommunications Lirnited, Onstel Limited, Tslco Holdings
Limited and Awardmodel Limited and,their subsidiaries (Onetel) on 30 December 2005 realising a loss of £5 million. No tax
arose in relation to the loss.

{(vii) Certain re-measurements included w»mm gross rnargln comprise re-measuremnent arising on our energy procurement

activities and re-measurement of propﬂatary traces in relation to crass-border transportauon or capacity contracts on which
sconomic value has been created Tha? is not wholly accounted for under the provisions of 1AS 39 (but not on the othar
activities of our proprietary trading buu(nesses) All other re-measurermnent is included within results before exceptional tems
and certain re-measurements.
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5. Net interest

[lx menths ahded 30 June 2008

Six montte) anged 30 Jure 2006

Interast

Interest

Interest

. o oxpansa incoma Tomal EXporen Incomo Tott
! 5 _Em_ £m am tm &m £m
Cost of servicing net debt 4
(excluding non-recourse debt) ",% I e e
interest income 7 r - 22 22 - 27 21
Interest expense on bank loans and overcmaﬂs a (114) - (114) (26) . (25)
Interest expense on finance leases (including
toling agreements) : (24) - (29) (55) - (55)
Fair value (losses) / gains on hedges (13) 14 1 (2) 7 -5
Falr valua (losses) / gains on other derrvativ 23 24 24 - o2y 10 2
5 @75 60 (115) (95) 38 (57)
Interest arising on non-recourse dept v L
Interest expense on non-recourse debt (5) . 5) (5) - (5)
Distributions to unit holders of The Consumers : |
Waterheater Income Furd s (13) - (13) (10) - 10)
Fair value gains / (losses) on units of The 7,
Consumers’ Waterheater Income Fund - 34 | 34 (4) - (4)
(18) 34 16 (19) - 1)
Other Interest o ]
Net notional interest arising on dtscountecﬂtems [ - S S (11) - (11)
Interest on supplier early payment arrangements - 5 5 . 9 9
Interest on custorner finance arrangement _ - - - (1) - (1)
# - 10 10 {12) 9 (3
Interest (expense) / income K (193) 104 {89) (126) 47 (79)
9 _
i :‘*4‘ | Yoor orded 31 Decemnter 2005
' : Intaros? irtarost
: “ expanse Incama Toml
' £&n £m £n
Cost of servicing net debt .
{excluding nen-recourse debt) ¢ o i
Interest income b 60| ! 60
Interest expanse on bank loans and overdrafts o i (87)
Interest expense on finance leases (mcludung i
tolling agreements) 3« -1 97)
Falr value (losses) / gains on hedges 1. 5|1 -
Fair value (osses) / gains on other darivatives a5 14
{200) S0 (110)
Interest arising on non-recourse debt
Interest expense on non-recourse debt 4 111)] - (11)
Distributions to unit holders of The Consumerv "
Waterheater Income Fund o (20), - (20)
Fair value gains / (losses) on units of The 1t
Consurmers’ Waterheater iIncome Fund = ’ . - -
5 (31) - {31)
Other interest ??: . —
Net notional interest arising on discountediterns ) (14). | =11 (14)
Interest on supplier early payment arrangements - 12 ' 12
Interast on customer finance arrangements {2 - | 2
. (186) 12 (@)
Interest (expense) / income " (247) 702 (145)

H Includes £69 milion (30 June 2003; Eml 31 December 2003: £19 million) Interest payakls on bomrowings related 10 South
Morecambe preduction, as disclosed jh the Group's 2005 Anrual Report and Accourts,
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6- Tax ::.é.

’ ")‘:‘j" &8lx montha Shx months Yoar
. X emded endad ended
' I 30 Juna AOJure 21 Dacembar
2008 2005 2005
Analysls of tax charge for the period & L m gm em
The tax charge comprlses f‘?
UK corporation tax {including adjustrnents.in respect of prior years) 66 185 312
UK petroleum revenus tax 202 229 373
Tax on exceptional items 4 {12) 12 (11}
Tax on centain re-measurements i (152) 148 749
Foreign tax (lncluding adjustments in resppct of prior years) 23 22 21
Total tax on proﬂt from continuing opemtrons 127 807 844
5
7. Dividends :
l :';(, Six monmma Six months Year
W ended enoed ongad
| 4 a0 Jurm 30.June 31 December
| o 008 2005 2004
.»...I ‘;' m £m Emn
Prior year final dividend of 7.40p (2005; 6.10p) per crdinary share 263 220 220
Prior year interim dividend of 3.10p per ardinary share - - 120
- 269 220 340

The prior year final dividend was paid on 14 June 2008, An interim dividend of 3.15 pence per share Is proposed
(2005: 3.10 pence per share) for paymem m November 2008. The anticipated distribution amounts to £118 million,

8. Earnings per ordlnary thare

Slx mamhe ended 30 By monma encod 30 Yaar ancsa 31
a) Coninuing and discontinued oporaglons Junc 2006 dune 2005 Degember 2005
' Pence per Perce per Prnco por
ordinary Qrinary ardinery
. om share £m share £m shorp
Earnings — basic = €0) (.7} 870 233 7,012 274
Exceptional items after 1ax (note 4) # 30 Q.8 (103) (2.8) 34) (0.9)
Certain re-measuremnent gains and | os.se,g after tax (note 4) 307 8.5 (322) (8.6) . (308 (8.3}
Eamings — agjusted basic . 277 7.6 445 11.9 672 18.2
Eamings — diluted basic (60) (1.6) 870 229 1,012 27.0
Ty
- - . a Six monthe ended 30 Six marnn.-n-mm 30 Yaar anded 31
b) Continuing operations ; June 2008 June 2005  Decamexr 2005
i Pance per Fenca per . Porce par
. ardinary ordinary odingty
Em shara D_’n M £m shoro
Earnings — basic : §0) (.7) 846 227 967 26.2
Exceptional items after tax (note 4) * 30 0.8 77 @1 - -
Certain re-measurement gains and lossed after tax (note 4) 307 ' 8.5 {322) (8.8)  (3086) (8.3
Eamings — adjusted basic % i 277 76 447 120 661 179
Earmnings - diluted basic K (60) {1.6) 846 22,3 967  25.8
5
»
a
7
4
i
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- ) i T Slemontha ended 30 Sk morine ended 50 Year endled 51
c) Discontinued operations P Jurve 2008 June 2005 ‘Davember 2005
) ‘ Penco por Penca per Poncs per
1. . ordlnary ordinary arciinary
: Em whare tm ehare ___Em share

Earnings - basic - - - 24 06 45 12
Eamings - diluted basic E — - 24 0.8 45 1.2

)
() Certain re-measurements included within gross margin comprise re-measurement arising on our energy procuremant
activities and re-measurement of proﬁfi:'{ietsry trades in ralation to cross-berder transportation or capacity contracts on which
economic value has been created tm? 15 not wholly accounted for under the provisions of IAS 39 (but not on the other
activities of our propristary trading bubinasses). Certain re-measurements included within interest compriss re-measurermant
of the publicly traded units of The Cofisumers’' Watstheater income Fund. All other re-measurement is inciuded within
results before exceptional items and gertain re-mieasurements.
(il The weighted average number of shares used in the caiculation of eamings per ordinary share was as follows:

i

ey

e 30 Sune 30June 37 December
" aX6 2008 2005
i enillion mihon milkon
) i e shares anares shares
Waeighted average number of shares used in the calculation of basic earmings per ordinary
share ) 3,627 3,735 _ 3,688
Weighted average number of sharas usad, in the calculation of diluted earnings per ordinary
share ik 3,679 3,800 3,751

X

9. Derivative financial instruments

The Group enters into derivative financial instruments to reduce exposurs te fluctuations in commaodity prices, interest rates and
foreign exchange rates, which arise in the norrnal course of business. The Group also enters inte derivative financial instruments
for trading purposes. Detailed disclosures 2xplaining the nature of the risks that the Group is exposed to, and the financial
instruments entered into by the Group, arg provided in the Annual Repert and Accounts for the year ended 31 December 2005.
There have been no significant changes to the nature of the Group's derivative eontracts which have been accounted for in
accordance with 1AS 39 In the six momh:ésnded 30 June 2006, The fair valuss recorded In the Financlal Statements and interim
information only concern those contractsstiterad into which are within the scope of IAS 38 and should not be construad as a
measure of the Group's exposure to cash flow risk resulting from changes in commeodity prices.

ity

10. Cash and cash equivalents

30 Junp 30June 31 December

B o8 2005 2005

£m £ Em

Cashatbank, intransitandinhand 7 46 83 21
Short-term deposits 3 540 1315 1,218
Cash and cash equivalents “ 586 1,398 7,238

T
Short-temn deposits include £38 million (S,rO June 2005: £37 milon, 31 December 2005: £30 million) held by the Group's
insurance subsidiary undertakings, and £17 million (30 Jung 2005: £32 milion, 31 Decernber 2005: £25 million) held by The
Consumers’ Watarheatar Income Fund. TXjese amounts are not readily available to be used for other purpases within the Group.
Short-tarm deposits alsa include £470 miflion (30 June 2005: £nil, 31 December 2005: £624 million) relating to cash
collateralised on letters of credit provided by banks on borrowings relating 1o South Morecambe gas production.
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Bank loans and othej borrowings | ,

. 31 Decambir
30 Juna 2008 30 e 2005 2005

|
|

Withinone Aherone  Wihinone  ARcroro Wiinone  Aferone

yair yoar yaar ysar yoar year
1 em £m £m £m £m Em_
a) Businesses' recoursa horrowmgs A
Bank loans and overdrafts © £ a3 52 71 30 71 55
Other bank loans s 227 248 - - 188 449
Sterling bonds ® - 678 130 435 - 422
Commercial paper 475 - 381 - 377 -

Obligations under finance leases .
{including powser station tolling arrangemems) . . 23 794 25 778 79 803_
808 1,772 607 1,243 €585 1,738

b) Busincsses' non-recourse borrowlngs

Canadian dollar bonds ™ ° - 242 - 228 - 280
Units of The Consurners’ Waterhsater lnﬂome Fund®™ = 29 - 260 - 282
;*; 808 2,313 607 1,731 655 2,267

f) Bank ovardratts amount to £75 millich (30 June 2005; £63 milion, 31 December 2003: £62 million),

(i} Other bank loans represent borrowwgs relating {0 South Moracarnbe gas production.

(i) Steding bonds include £250 million Notes issustl on 8 March 2006.

{iv} Canadian dollar bonds are issued by, The Consumers’ Waterheater Income Trust, & wholly owned subsidiary of The
Consurners' Waterheater Income FURd (the Fund), which Is consolidated by the Group. The debt is secured solely on the
assets of the Fund and its subsidiaries, without recourse to the Group.

(v) Units of the Fund are traded on the Toronte Storck Exchange and are treated as debt in the Group's interim condenssd
consolidated Financlal Statements. Gn 23 June 2006 the Group sold its remaining 19.9% equlty holding in The Consurners'
Waterheater Income Fund for £65 milfion. The Group continues to consclidate the Fund in accordance with the requirements
of |IAS 27, Consolidated and Separate Financial Statements, and SIC-12, Consolidation of Special Purpose Entitles,

12. Share capital ;ﬁ

Six marmthe ended 50 Juna 2008 fo } ™ Numbsar

1 January 2008 i 224 3,623,982,266

Shares repurchased ' (1) (8,950,000)
Shares issued under smployee share schemes L. 3 39,535,981

30 June 2006 226 3,654,568,247

The closing price of a Centrica ordinary share on 30 June 2006 was 285.25 pence (30 June 2005: 231.75 pence, 31 December
2005: 254,78 pence). The nominal value nf a Centrica crdinary share far bath the current and prior perlods is 6 'Y/, pence.

During the perlod, the Compary purcnased and subseguently cancalled, 8.95 million ordinary shares at prices ranging from
248.4 pence per share 1o 255.0 pence pér share, with an average of 250.3 pence per share. The total cost of the purchases
including expenses was £23 million whicr i has been charged against distrloutable reserves, of which £1 milion related to the
nominal value and has beaen recognissd | u’\ the capital redemption reserve,

a
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13.; Notes to the Group Cash Flow Statement
. |2

5 . Sk mentng X
e Six montna - anted Yagr
[ ended 30 Juno sricled
o . 30 June 2005 37 Dozemter
& 2008 5§ rezlatod 2005
a) Reccncullatlon of Group operating | ‘rofit to net cash flow from operatmg activities ) £m _gm £m
Continuing operations i
Group operating profit before share of Ju &;f ventures and associates 157 1,510 1,820
Add back: A
. Amortisation of Intangible assets 26 25 78
Depreciation and impalmment 246 200 406
Employes share scheme costs o 11 9 17
Loss / (profit) on sale of businesses 1 (47) (53
Profit on sale of property, plant and equipment, and other intangible assets (10) - (17}
Movement in provisions & 26 37 42
Re-measurement of emergy contracts, ) 490 _ (478) {455)
Operating cash flows before movements,in worKIng capltal 947 1,184 1,936
(Increase) / decrease in inventories i ’ (23) 4 (22)
Decrease / (increase) In receivables 431 815 (269)
{Decreaseg) / increase in payables | - (1,227) {797} 289
Cash generated from comlnulng operatxons 128 1,208 1,844
Income taxes paid ; {119) (139) (320)
Petroleurn Revenus Tax paid oy (45) (1586) (448}
Net intarast received ‘ 1 7 3
Payrnents relating to exceptional charge-; } (61) Ry (48)
Nat cash flow from operating actlvmes~ continuing opcratlons (96) 881 1,137

() Re-measurement of energy contrac'( |r1 the six months ended 30 June 2006 includes a rnet gain of £3 million arising from

re-measurement of contracts relatmg’x\ 1o our proprigtary trading businesses.

- o _
’ v )%f Six monng
Six montha ancod Yaur
. ended 30 Jure ket
; 30 Juna 2005 31 Oreamber
- 2004 a2 rosmued 2005
K R tm £m = Em
Discontinued operations
Operating {loss) / profit befere share of jolnt ventyres and associates - (2) 12
Add back:
Amontisation of intangible assets =« - 1 1
Depreciation and impairmant A - 4 €
Employee share scheme costs ; - - 1
Movement in provisions ’ 3 ) . - - (2 .4
Operating cash flow before movements J‘n werking capital - 1 16
Decrease in inventories & - -~ -
Increasa in regeivables . - 2) )
Decrease in payables = . - 2 -
Cash generated from discontinued operations_ ) - 3 13
Net cash fiow from operating activities: discontunued operations - - (3) 13
Total cash inflow from operating activities ' (96) a78 1,144

£}
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13. Notes to the Group Casﬁn Flow Statement conlinued

'a‘ Sit monma Six emontne Yanor

3 anaed andod ondect

: :&xp 30 Juna J0June 37 Docemper

- 2008 2005 2005

b) Nel cash flow from investing actlwtnes em tm &m
Continuing operaﬂons ¥ (381) (@5) (520)
Dlscontlnued operations % _ ' 8 (9)
Net cash flow from investing activities 5, (381) (17) (528)

y

Cash out flows of £285 millon on the pu mase of property, clant and equipment relate ta additions of £58 million within plant,
equipment and vehlcies, £23 million withiy power generation and £204 million within storage, exploration and production,
Additions within storage, exploration and production include an additional investment of £141 milion in the Statflord oil and gas
field, which completad in June 2008,

; -9) . Slx montns Bix maning Year

- ended endod ed

30 Juhe 0Jure 31 December

2008 2005 2005

<) Net cash flow from financing actwmes . m £m _Em
Con‘bnumg operations . (187) (420) (356)
Discontinued opérations 7 o -~ 7 21,
Net cash flow from financing acbvluesb {(187) {413) (335)

1;.
Net cash flows from financing activities in..lude the repayment of £154 million borrowings related to South Morecambe gas
production, -

o

14.| Acquisitions ;

IS F

On 1 February 2006 the Group acqunred 100% of the partnership interests in Tenaska lll Texas Partners (TP) for cash
consideration of US$48 million (€28 millidn), and 100% of the equity interests in WillowTex pipsline Co for cash consideration of
USE8 million (£4 million), i
On 24 April 2006 the Group acqulreq the customer base of Entergy Solution Limited for cash consideration of US$19 million
(€11 million). §
&

1 I3
5. Pensions Y

"

Substantially all of the Group's UK employées at 30 June 2006 were mambars of one of the three main schemes: the Centrica Penslon
Scheme (formerly the Centrica Staff Pensicn Scheme), the Certtrica Engineers’ Pension Scheme and the Centrica Maragernent
Pension Scheme (the approved pension schemes). These schermes are defined benefit schemes and are subject to independent
valuations at least every three years, on the basis of which the qualified actuary certifies the rate of employers' cortributions which,
together with the specified contributions payable by the employees and proceeds from the schemes' assets, are expected to be-
suUfficient to fund the benefits payable unde’ the schemes,

The Centrica Unapproved Pension %heme is an unfunded arrangernent which provides benefits to certain employees
whose benafits under the main schemea would otherwise be [imited by the earnings cap, The Group also has a cammitment to
provide certaln pension and post retlrerﬂént benefits 1o employees of Direct Energy Marketing Uimited (Canada).

The latest full actuarial valuations wera carmied out at the following dates: the approved pension schemes at 31 March 2004,
the Unapproved Pension Scheme at 8 April 2005 and the Direct Energy Marketing Limited pension plan at 14 June 2005, These
have been updated to 30 June 2006 for the purposes of meeting the requirements of IAS19, Investments have been valusd, for
this purpose, at market value,

30 Juno U0 Jure 31 D‘cnmbcr

. . 2006 2005 2005
Major assumptions used for the actuafial valuation s . % % %
Rate of Increase in employee earnings 4.45 4.30 4.35
Rate of increase in pensions in paymen'r‘and deferred pensions 2.95 2.80 2.85
Discount rate ;; 5.20 5,10 4.85
Inflation assumption 3 2.95 2.80 2.85

i

In light of the changes intreduced by the Finance Act with effect from April 2008, the approved pension schemes have recently

implementad revised terms jor members;exchanging pension at retirement for a tax-fres lump sum. The Directors consider that,

at 30 June 2008, insufficient time has eMipsed sinca the implementation of the revised terms to reliably estimate the changes in

gti cornmutation behaviour of retiring rmembers In the long term. Accordingly no gain or loss has been recognised In the income
terment. .

K]
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15. Pensions contnued

The market value of the assets in the sché‘}‘nes, the present value of the liabilities in the schemes and the expected rate of return
at tha balance sheet date were: 3

Oxpected rakn Expocioy rald Expraciod rota

at rofum of tanurn of rmlum
Per annum Valuatlan FXIr 8PN Valuallon e annum Valugrian
30 June 80 Juns 30 Jura 30 June 51 Decemper 37 Decomber
2000 2008 2005 2005 2006 200%
% £m % em % Em_
Equities 7.9 2,109 8.1 1,789 7.9 2,023
Bonds 4.5 ABG 5.0 352 4.5 397
Property 6.3 R 75 8.9 71 6.3 83
Cash and other assets ) . . 3.7 60 3.6 64 3.7 73
Total fair value of plan assets 7.3 2,730 7.4 2,246 7.3 2,570
Present valus of defined benefit obligatior ' (3.277) ) {3.087) (3,350
Net liabillty recognised in the Balance Shebst ! (547) {841) (820)
Associated deferred tax assst recognised: in the
Balance Sheet R 7 164 . 252 249
Net pension liability s (383} (589) (5717)

A

0 £10 million of the liability relates to restructuring costs arising in 2005 and is included within the restructuring provision on the

Balance Sheet (30 June 2005: £nil, 31 December 2005: £13 million).
The overall expected rate of returm on ascets is 2 weighted average based on the actual plan assets held and the respective
expected returns on separate asset claséies, The returns on separate asset classes were derived as follows: the expected rate of
return on equities is based on the expectad median retum over a ten year period, as calculated by the Independent company
actuary. The median return over a longer period than ten years was not expected to be materially dissimilar. The expected rate of
return on bonds was measured directly fram actual market yislds for UK gilts and corporate bond stocks. The rate above takes
Into account the actual mixture of UK gilts, UK corporate bonds and overseas bonds held at the balance sheet date, The
expactad rate of return on property Take-_g{’into accolunt both capital growth and allowance for expenses, rgnial growth and
depreciation. The expected rate of retur§on cash is comparable to current bank interest rates.

Included within schermes’ liabilities Jl}‘auVE are £32 million {30 June 2005: £29 million, 31 December 2005: £32 million) relating
to unfunded pension arrangements. Insiudsd within non-current other financial assets are amounts of £31 milfion (30 June 2005:
£27 millior, 31 December 2005: £31 million) held by the Law Debentura Trust, on behalf of the Company, as security In respect
of the Centrica Unapproved Pension Schzme.

N
The amounts recognised in the income Staternent and in the Statement of Recognised Income and Expenss are set out below:

Six monthe Six monihy Yaor
. ondad Andag anded
& 30 June 30Jure 31 Oacamber
- 5 . . 2008 2005 2005
Analysis of the amount charged to op¢rating profit ] &m £m £m
Current service cost 3 72 66 122
Loss on curtailment A . . 10 2 14
Net charge to operating profit K 82 68 136
- - B " : ’ - Six mohihe Slx ;mmhs Yaw'-
L ended endsd enoéd
& 30 June S0une 31 Dgcombar
E 2 005
Analysis of the amount (creditad) / charged to interest B B ZP: O:Of: 2 £rm
Expected return on pension scherme asgets (84) (78) (1583)
Interast on pension scheme liabilities . 82 75 . 150
Net credit to interast & (12) (1) (3
%
. -
‘ll',r Slx montha Six mendie Yoar
o endod onded anded!
Analysis of the actuarial gain / (loss) racognised in the Statemnent 30 June 80 dune 37 Dovarier
of Recognised Income and Expense . £m £m £m
Actual retumn less expected return on pension scheme asssts (30) 79 307
Experience gains and losses arising on'¥he scheme liabilites 5) <] 21
Changes in assumptiens underlying the present valus of the schemes' liabilities o 266 (207) (454)
Actuarial gain / (loss) to be recognised in the Statement of Recognised Income
and Expense before adjustrment for tax- 231 (121) (126)
LB
P
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16-! Capital commitment: and 66ntingéncies

a) Capital commitments

At 30 June 2006, the Group had placed contracts for the acquisition of property, plant and equipment amounting to £542 million
{31 December 2005; £64 million), and fortthe acquisition of intangible assets of £119 miflion (31 Decernber 2003; £137 milion).
Commitments in relation to the acquisttiori-of property, plant and equipment include £273 million in respect of the construction of
& power station at Langage, £48 miliion immspect of exploration activity In Nigeria, £89 million in raspect of the redavelopment of
the Statflord field, and £45 million in respiict of various figld developments with Joint venturers, Commitments in relation to the
acquisition of intangible assets include £1H3 million in respect of ROCs (31 December 2005; £103 milion).

b) Contingent assets and liabilities

There have been no material changes to ¢ontingant assets and liabilities since the last reporting dats.

i

17. , Transactions with joint venturers and associates

During_the period, the Group entered intoithe following transactions with joint venturers and associstes:

,( Purchase Purchass
r‘ 3 Saks of goods xher Sale of goodus Other
: 1 of goods ond services tranaactions of goods and esrvices transactions
i 2008 2006 2004 2005 2005 2005
Six monthz ended 30 Junc £m m £m £m £m £m
Humber Power Limited (tc 19 September 2005) - - - 2 42 -
AccuRead Limited (to 11 Cctober 2008)™, - - - - 16 -
Lloyds TSB Bank ple o - - 1 - - 1
Barrow Offshare Wind Limited - - 4 1 - - 1
. - 4 2 2 58 2
- :é': -
. Purchase
er Sale of goods Other
o} of goads and sevices Fronsactions
% 2005 2005 2005
Yoar onded 31 Decambar c £m m Em
Humber Power Limited {to 19 September 2005) 3 58 -
AccuRead Uimited (to 11 October. 2005) - 28 -
Lloyds TSB Bank plc - - 2
Barrow Offshore Wind Limited e - - -
3 86 2
Balances outstanding at the end of the parod were as follows: ' _
Provkalan far Provision fer bad
& ban or doubtiul or doublful debt
@ dabt rofoting o ratalng o
Ik’%’ Amaunts owed  Amounts ownd  smounmbb owed  Amcunts owed ameunts owed
' from Jaint 16 Joint om join {rom Jalnt  Amounts owed 1@ from Joint
i verturers and  venturars and  voniTurers and vonmrors and Joint wanturars venuwyrers and
o ] i & and = 42s0Ciatss
- 2006 Zan6 2008 2005 2005 2005
‘GDJlme ~ ) . £m em x:m £m - £m £m_
Humber Power Limited (to 19 Septembes 2005) - - - - 7 -
AccuRead Limited (to 11 October 2005)“ - - - - - -
Lloyds TSB Bank plc a7 - - 45 - -
Barrow Offshore Wind Limited - —__ 2 - - 1 2 -
M 49 - 46 -
' E& B ) ) Provigion for bagt
WT'* or doubthet el
& reluting lo
AAoUNIS Owed smounts ownd
Pom foint  Amcnls owed o from joint
veniurers ena Jarnt venturers “BAumT and
* d oo n
i 2005 o 2006 2005
31 Decombor g £m £m am
Humber Power Limited (to 19 Septembear 2005) - - -
AccuRead Limited {to 11 October 2005} - - -
Lioyds TSB Bank pic . 45 - —
Barrow Offshore Wind Limited — e . 12 1 -
. 28 7 -
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Disclaimers

This announcement does not conatttute an invitation to underwrite, subscribe for, or otherwise acquire
or dispose of any Centrica shares’

This announcement contains certain forward-looking statements with respect to the financial candition,
results, operations and bustnesses of Centrica plc. These statements and forecasts involve risk and
uncertainty because they relate to events and depend on circumstances that will occur in the future,
There are a number of factors thzt could cause actual results or developments to differ materially from’
those expressed or implied by thgse forward looking statements and forecasts.

Past performance is no guide té'future performance and persons needing advice should consult an
independent financial adviser. {

For further information

Centrica will hold a presentatior! *on its 2006 Inteim Results for analysts and institutional investors at
9.30am (BST) on Thursday 27 ‘July 2006. The presentation and slides will be webcast live from

9.30am at www.centrica. com/mvPstors

A live broadcast of the presentai«mn will be available by dialling in using the following numbers:

From the UK 0845 245 3471
From overseas +44 1452 542 300

The call title is “Centrica 2006 lm:terim Results Announcement” and the pass-code is 2683822,

P
An archived webcast and full transcript of the presentation and the question and answer session will
be available on the website on Monday 31 July 2006.

&

iu‘

Enquiries W
Investors and Analysts: Kiéran McKinney, Director of Investor Relations
Telephone: 01753 494 800
erpail: IR@cenirica.co.uk
Media: Tess Dixon, Head of Media Relations
Telephane: 01753 494 085
email' Media@centrica.co.uk
Financial Calendar ;g
Ex-dividend date for 2006 mter:m dividend 27 September 2006
Record date for 20086 interim dw;dend 29 September 2008
2006 interim dividend payment date 15 November 2006
Pre-close Trading Update ' 15 December 2006
20086 full year results announcé;@ent 22 February 2007
Registered Office
Millstream -
Maidenhead Road .
Windsor
Berkshire :
SL4 5GD
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